State of California
EMPLOYMENT TRAINING PANEL

Memorandum

To: Panel Members Date: October 23, 2003
From: Ruby Cohen, Manager Analyst. R. Hernandez
Subject: One-Step Agreement for E. & J. Gallo Winery

CONTRACTOR:

Training Project Profile:
Legislative Priorities:
Type of Industry:

Repeat Contractor:

Contractor’s Full-Time Employees

> Worldwide:

> In California:

ETP Trainees Represented by
Union:

Name and Local Number of Union
Representing ETP Trainees:

Retraining: Companies W/Out-Of-State Competition
Training In High Unemployment Areas Of California

Moving To A High Performance Workplace
Developed Jointly By Management And Workers
Promotion Of California's Manufacturing Workforce

Manufacturing

Yes

3,090
2,725

Yes

U.F.C.W. Wine, Distillery & Allied Workers' Local
186D; Glass, Molders, Pottery, Plastics & Allied

Workers, International Union Local 17 AFL-CIO,

CiC
CONTRACT:
Program Costs: $711,334
Substantial Contribution: $355,667
Total ETP Funding: $355,667
Total In-kind Contribution: $6,291,000
> Trainee Wages Paid During Training:  $800,000
> Other Contributions:  $5,491,000
Reimbursement Method: Fixed-Fee

County(ies) Served: Stanislaus, Sonoma, Madera
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One-Step Agreement
October 23, 2003

INTRODUCTION:

E. & J. Gallo Winery (Gallo) produces wine, brandy and malt products and sells its products to
a network of domestic and international distributors. This company is eligible to contract with
ETP under the Unemployment Insurance (Ul) Code §810205(c)(1) as an employer. Gallo faces
out-of-state competition and is eligible for ETP funding as specified under Title 22, California
Code of Regulations (22 CCR), Section 4416(b) for industrially classified manufacturers
retraining current employees. Gallo is also located in Stanislaus and Madera Counties, high
unemployment areas with unemployment rates of 11.3 percent and 8.7 percent, respectively.

MEETING ETP GOALS AND OBJECTIVES:

Gallo proposes training that will further the following ETP goals and objectives:

1) Increase the impact of the training provided through ETP funds on California’s economy
and increase Economic Development category funds approved for manufacturing.

2) Increase the number of persons trained under projects that support joint labor employer
training ventures.

3) Increase the skills of workers in high unemployment areas.
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TRAINING PLAN TABLE:

Grp/Trainee Types Of No. No. No. Cost Per | Hourly
Type Training Retain | Class/Lab | CBT Trainee Wage After
Videocnf. | Hrs. 90 Days
Hrs.
Job Numbers 1 -9 | Computer Skills | 1,249 24 - 84 $156 - $10.98 -
Retrainees Continuous $546 $50.48
Improvement
Manufacturing
Skills

Prevalent Hourly Wage
$15.45

Average Cost Per

Trainee
$285
Health Benefits Used To Meet ETP Minimum Wage: Turnover | % Of Magrs &
Rate Supervisors

*Health benefits of at least $1.79 per hour will be applied to the base

wage in order to meet the ETP minimum hourly wage of $10.98 for 8.7% T%'
Stanislaus, Sonoma, and Madera Counties. —_—
9%

Other Employee Benefits:
401K and Pension Plans

COMMENTS /ISSUES:

> Frontline Workers

All participants in this project meet the Panel definition of frontline workers under 22
CCR, Section 4400(ee). The exception are the supervisors/team leaders and
operations managers who comprise nine percent of the total training population.

» Production During Training
The proposed Contractor agrees that during ETP-funded training hours,

trainees will not produce products or provide services which will ultimately be
sold.
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COMMENTS /ISSUES: (continued)

» Substantial Contribution

Twenty-two (22), CCR, Section 4410(a) states in part that “ A substantial contribution
of not less than 30 percent of the total Panel training and administrative costs,
exclusive of in-kind contribution and/or any other special contributions required by
Panel, shall be imposed on any employer for retraining at a facility which previously
benefited, directly or indirectly, from Panel funding under at least two prior Panel
agreements at the same facility in the amount of $250,000 or more.” The substantial
contribution is applied only if prior Agreements were within the last five years.

In addition, 4410(b) and (c) states, “A substantial contribution of no less than 50
percent shall be assessed on any subsequent agreements, beginning with the fourth
agreement, for retraining at the same facility. This provision shall apply to employers
participating in a consortia contract.”

A substantial contribution of 50 percent has been applied to this Agreement because
Gallo has benefited, directly and indirectly, from Panel funding under two prior Panel
agreements and two consortia contracts in excess of $250,000.

» Training for the Gallo Glass Subsidiary

Gallo requests to include training for 73 Gallo Glass warehouse workers. Gallo Glass
and Gallo are both subsidiaries of Dry Creek Corporation and both are manufacturers.
Gallo Glass manufactures the glass bottles that are used by Gallo in their bottling
operations. The proposed training will enable Gallo Glass workers to work with the
new Work Order Management System (WMS) and Building Winning Teams (BWT). It
will help them to become proficient in the technical operation of equipment and
programs used to collect data for inventory control, and provide skills in inventory
management, Just-In-time delivery, problem solving, and teamwork.

Although this is a single employer contract, a consortia accord has been signed with
Gallo Glass. The intent of the accord is to provide Gallo Glass workers with the skills
to work with the new Work Order Management System. Gallo will provide training
instruction and materials and Gallo Glass will provide the trainees/employees for
training.

The proposed Contractor in this Agreement will be E. & J. Gallo Winery and
employees from both Gallo and Gallo Glass will receive training. Glass, Molders,
Pottery, Plastics & Allied Workers International Union represents Gallo Glass
employees and endorses this training program.

» Senior Policy Managers/Executive Level - Managers

The proposed Contractor certifies that no senior policy manager or executive level
employees have been included in this training project.
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» U.F.C.W. Wine, Distillery & Allied Workers’ Local 186D

The UFCW Wine, Distillery & Allied Workers’ Local 186D (UFCW), has submitted a letter of
support which contains numerous provisions that the Union wishes to see included in the
Agreement between ETP and Gallo. These provisions reflect an agreement between Gallo
and the UFCW. Although ETP staff commends and welcomes the union/management joint
effort to make the proposed training effective, many of the provisions are, in light of recent
case law and ETP past practice, beyond the scope of an ETP training Agreement. ETP staff
does not recommend incorporating the provisions of the UFCW/Gallo agreement into the
ETP/Gallo training Agreement. However, in order to address the Union’s concerns that Gallo
may preclude Union participation in the training notwithstanding the UFCW agreement with
Gallo, Staff recommends the following language be included in ETP’s Agreement with Gallo:

1. The UFCW Wine, Distillery & Allied Workers’ Local 186D (UFCW), will participate in the
development of any training provided through this Agreement, and that participation will
be included in ETP monitoring of this agreement. A representative of the UFCW, as
designated by that union’s President, may be present at ETP monitoring meetings at the
union’s discretion. Contractor shall provide the UFCW with reasonable notice of
scheduled ETP monitoring visits.

2. Periodic monitoring of the UFCW'’s ongoing participation in the training will be built into
the ETP monitoring analyst's regular monitoring schedule. The monitoring will include
interviews with personnel of UFCW.

The above provisions are within the scope of ETP Agreements, will underscore ETP’s
interest in monitoring Union participation in the project, and allows ETP staff to initiate
enforcement of UFCW participation within the context of regular ETP monitoring.

It should be noted that ETP Legal staff is concerned that the inclusion of UFCW's proposed
language may be in violation of the National Labor Relations Act, since the inclusion may be
interpreted as an incursion into the area of collective bargaining. If the Panel is inclined to
include UFCW's language, Legal strongly recommends that ETP seek an opinion from the
Attorney General's office prior to adding UFCW's language to the ETP Agreement.

PROPOSED ACTION:

Staff recommends that the Panel:

(1) include in the Agreement provisions 1 and 2 recommended by staff,

(2) not include the UFCW's proposed language, and

(3) approve this Agreement if funding is available and the project meets the Panel
priorities.

NARRATIVE:

In 1933, Ernest and Julio Gallo founded E. & J. Gallo Winery (“Gallo”) and, in the 1970s,
formed a holding company named Dry Creek Corporation. Gallo and Gallo Glass are
subsidiaries of Dry Creek Corporation. Gallo produces and sells wines, brandy, and
malt productions under various brand names including Livingston Cellars, Turning Leaf,
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NARRATIVE: (continued)

Carlo Rossi, and Peter Vella. Gallo Glass manufactures the glass bottles used by
Gallo’s bottling operation.

During the past few years Gallo has found that it is losing its competitive market share to
an increasing number of domestic and international wine producers. Additionally,
internet and direct sales from countries producing high volumes with low production
costs (i.e., Chile, Australia, and South Africa) are also competing with California wine
producers.

To remain competitive in a global marketplace, Gallo continues to focus on strategies
involving technologically-advanced equipment and a team-based work environment.
Gallo’s efforts to regain and expand its market share include $2 million investment in
new equipment, a Work Order Management System (WMS), and implementation d
team-based continuous improvement processes, Building Winning Teams (BWT). The
WMS will allow Gallo to trace and track all of its components and finished good inventory
and allow for Just-in-Time manufacturing and shipping. The BWT will continue Gallo’s
implementation of a high performance workplace. In addition, Gallo recently received
International Standards of Operation (ISO) certification. The training will include Gallo
and Gallo Glass administrative staff, supervisorsteam leaders, general production
workers, lift truck drivers, and operations managers in the following training:

Manufacturing Skills will train employees to proficiently operate technical equipment,
the WMS, used to scan data for inventory control and tracking. Employees responsible
for inventory control and accuracy will receive training in WMS and Just in Time delivery
system. A train the trainer component will be provided to 27 trainees in Job 8. These
trainees will facilitate the implementation of the WMS and BWT.

Continuous Improvement Skills training will include production operations work flow,
quality concepts, decision making, problem solving, basic team development, conflict
management, workplace diversity, and Just-In-Time processes. The training will include
BWT and focus on customer demands and product quality.

Computer Skills will provide employees with the skills to use the new WMS. Trainees
will learn inventory control, order tracking, computerized scheduling, and integrated
materials management. Employees must learn the computer skills to effectively use the
new warehousing system.

Training will be provided by in-house staff, Modesto Junior College, and SwissLog
(WMS Vendor). Project administration will be provided by Modesto Junior College.

Supplemental Nature of Training

Panel Legislation requires that ETP funds be used to supplement, rather than displace,
funds available through existing programs conducted by employers and government-
funded programs.

The previously ETP-funded Agreement in 1997 provided training to managers, assistant
managers, supervisors, foremen, operators, production workers, administrative
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NARRATIVE: (continued)

assistant, analysts, technicians, helpers, handlers, and maintenance personnel. The
training program included integrated systems technology and methods (topics in
microsoft windows 93, microsoft word, access, excel, powerpoint, outlook, personal
computer troubleshooting, statistical process control, leadership, technical writing, total
production maintenance, and auto-computer aided-drafting). The computer skills
training proposed in this Agreement is different because it focuses on inventory control,
order tracking, computerized scheduling, and integrated materials management.

In 2000, the ETP Agreement provided classroom and structured, on-site training to team
leaders, process leaders, production workers, mechanics, and operators. Employees
received continuous improvement and manufacturing skills training (topics in team
development, team meetings, team membership, problem solving, and new equipment
(wine skid, packers, labelers fillers, carton formers, case erectors, bulk glass
depalletizers, printing systems, rinsers, and conveyor systems). This proposed training
is different because the continuous improvement includes just-in-time processes, quality
concepts, process improvement, and production/operations work flow. The proposed
manufacturing skills are also different because it concentrates on new inventory control
processes and equipment operation. Although decision-making, problem-solving, and
basic team development were included in the previous Agreement, this proposal will
reinforce the decision-making, problem-solving, and basic team development skills to be
used in implementing the BWT processes at Gallo and Gallo Glass.

Gallo certifies that this training supplements and does not displace any training currently
being offered and that it would not occur in the form or manner described without ETP
funds. Current ongoing training programs include on-the-job basic equipment operation
and technical skills training related to workplace safety training, hazardous materials
training and good manufacturing practices.

Upon completion of this training program, retrainees will receive additional on-the-job
training (OJT) correlating to the formal classroom and laboratory training. The OJT will
be incorporated into Gallo’s ongoing training plan to ensure that employees are
proficient in their new skills. The cost associated with this training will be covered
entirely by Gallo.

SUBCONTRACTORS:

Modesto Junior College, Modesto, California - Training and Administration - amount to be
determined.
SwissLog, Orange, California - Training - amount to be determined.

THIRD PARTY SERVICES:

Mary Anne Parker provided application development services at no charge to E. & J. Gallo
Winery.
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PRIOR PROJECTS:

The following are completed project statistics for ETP Agreements with this Contractor
within the last five years:

PRIOR PROJECTS

Agreement Location Plan_ned Repo_rted
Number ) Term In-kind In-kind
(City) % Earned | contribution | Contribution
*ET7-0284 Modesto 02/04/97 - 30% **N/A **N/A
02/03/99
ET00-0270 Modesto 04/03/00 — 88% $300,000 $440,524
04/02/02

*According to the Contractor, performance on this project was not as successful as anticipated
due to ineffective administrative procedures. To ensure success on subsequent projects, the
Contractor used a local subcontractor to administer the project.

**|n-Kind Contribution information was not identified in this Agreement.
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Gallo Menu Curriculum

CLASS/LAB
HOURS
24 -84 Trainees will receive one or more of the following:

Manufacturing Skills

Train-the-Trainer
Inventory Control
Warehousing
Manufacturing Processes
Equipment Operation

Production Operation

Continuous Improvement Skills

Production Operations/Work Flow
Process Improvement

Quality Concepts

Decision Making

Problem Solving

Building Winning Teams

Just In Time Processes

Conflict Management

Workplace Diversity

Computer Skills

Material resource planning
Inventory control

Order tracking
Computerized scheduling

Integrated materials management
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Sacrarmenlo, CA 85514
Dzar Panel Mambers,

UECW Local 1860 and E&J Gallo have rezched an agreement under which the Union suppons
he Company s receint of ETR lundng. Ths agreemant 1s based wpan 8 number of stipulatons,
arrived al in the nape tha! a successiul calaboration wil fosler ncreasingly posilive reatons
belweon the Cempany and ils Uirom-represented Employees. Accodingly, lhe faliowng

gl puiations should be codified as oart of Lhe ETF Prelminary Agreement and the ETP Fnal
Agreament

* The WMS training is intenden Lo seneft beth the Concpany and s Employees

a. The Company siates that 'L ig nat its intention Lo layc!’ or elminate any YWarerause
jabs a5 & resul: of the upcoming WMS mplementalion. In e event of any layoff or
jab eliminztion, 1ne Compary wl give Lk Unan G0-day notice af such an event, and
the Company will hancle swch an veeurrence by tne apolicable orovizions of 1he
ahcr agrzerment ard to the exlent possible by atirtion.

b The Company sgrees that an Emplovee’s parfcrmance on ouizzes o olner iems
uged to 1251 comprehension cn WS ira ning or a'her fraining reled asove wll not
e used g% 4 measure of skils or aolites for the purpese af awarding futdre ob bids.

c. The Lnion may view change-requesl lurms submitted 2y hourly emalayeas,

d, Certficates of Completicn will be issuad o Employees for cach WS training
rmadule completed by them,

¢ Tao Company will meed with the Union to fl gruss any disagresment that may ansé
aver Union mambers selected far or excluced from parizipation in the ETP-fundcd
WS Train Lne Trainerz,

2 Mambers of management, tne Unien, and Emaoloyees will farm a Jolnl Training

Cornmillea (JTC)

a  The Unian will select workers 19 parliciaate in a Unien Training Committes (UTC]
Whon applicanie, these workers will be released lrom their shift to fulfill UTCG dutes
on paid company time, Yol gourling ime spent in 178 JTC mectings, the Company
agrees 10 pay up to an aggregate total of 220 man-houss for all UTC aclwily, IFthe
Jrioa believes additional UTG work is necessary beyond 1o 240 man-hours, the
Company are lhe Unicn wil meet 1o ciscass an iqcease in UTC company-o2id bme

L. The JTC wil be comarised of managemenl-selectac representalves and UTC
represantal ves

e, The Company, by the cnd of Hovember 2003, wil, identily and authonze apprapriate
represenialives of Campany management lo partcipzle in tha JTC

d. The mansgoment representalives Lo the JTC must nave fne avthority to regaoliale
41l approve the [Glow ng: tra ning programs, employer-pacd parlicipation in lra rng
arcqrams, the selection of Irainees orihe oregrams, ard e seiection 08 iMi=No S o0
aulside braimness
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3. Additicral rainings—aespecialy in Conflict Managament and Froblem Solving—are
consicered valugbla by bath the Company anc the Unian:

a. The UTC will develop a propasal for a fra ring program in Confliel Management and
Problem Salving. Develzpment will cegn in Oclobar ef 2003 and a proposal
preserted 1o the JTC in sarly 2004,

b. The JTG will review and revigs the prapegal for training in Praslem Sohaag and
Conflct Management to prepare it for implementation 17 the first quarler of 2004

c. The UTC will also develop @ proposal for remedia’ train ng such &5 wacationzl
Erglish and basic math 1o presest to the JTC

d. I s uncerstood thal any porban of the above-referenced proposals that requires
prpenditures from Compary tramning funds must be approved by E&J Gallo's Vice
Fresident of Battling Operations,

4. Specific aodlional opporunities will complernent the ETP-funded training:

a. Tre Company agrees that, on a ons-Lme basis and orlor Lo Lhe stat of lhe ETP-
funded training, alreacy-idenlified machine operatars will have (e opporiunity ta
demonsatrate their proficiency n changeover af variods machine centers, incluging
the line-2 or ine-5 ringer, for tha ourposes of qualifying far higher pay (a pay for skil
and level Increase). Emp.oyees who exercise the opton for the rinser wi| o
ok igated lo cemansirale profciency in anather equipment Senter within a lwelve-
monin period, The Camoany will sravide the necessary fraining opperunilies o glow
inem o demanstale such preficiency.

a, By September 30, 2004, tne Company will nave provided 1ne opportunity Lo ©amn
changecver respans bililies on @ second machine canier for eight levei-d cosralors
whose cument primany changesver machine center 18 the Ling 16 fiber area,

c. Within six months of the end of the ETP-sLosicized Training for Traingrs, 1he
Company will prov'de an oppertunily for union members not selected in the firsl
rourd af the ETP-funced Training fer Trainers to attend a Lrain-the-rainer c'ass on
naid company Ume. The Company will make a gead faith effort to allow Lhese wha
comp ete such a cass to work ir a train'ng capacily in e future.

5. Urion partizipation in lhe cevelapmeal and manitoring of traimniag is key:

a. Ineorder to allow for infarmed parlic psticn ard sugper before the Panel, 1ve ETP
Development Analyst will provide the Union with a copy of the ETP Proposed
Agreement well in advance of the date it is 1o be presenied 1o the Fanel for approva

b. Perodic meritorng of the Unien & ongoing sstsfacton w.th traming wil be buit irto
the ET® Moritoring Analyst's regular reeniloring schedale, This monitgring wi
include ncot anly the narral interviews with tranees but alsa interviews with the
elecled leadershp af the Linian

We thank Ruby Cokher and Rosa Hernancez of the Sacramenta office of ETP for thair helg (1
the developmenrt of this agreement. We alsa thank E&J Gallo represeniatives for helping intiale
what may ge a new, mare preductive and resoectful employment eavirgnment. Finally we hans
the Parel for generausly considerirg the cammitment af public funds for this train ng.

Fratarnally,

s 65 Ao

Jerry Barlaw
Pragident

NeTE7=26ET  15:493 229 524 TESE £ =h =83




Glass, Molders, Pottery, Plastics & Allied Workers

International Union
{AFL—EII‘J: CLCY

LOCAL MO NG 17 MODESTO, CALIFCRMNIA

Agreement No, ET Ol et JL

—

July 30, 2003

Page U R

To: The Emplovment Training Panel

Re: Gallo Glass Company Application for Training Funds

To whom it may concern,

The Gallg Glass Company has been a leader in our Industry regarding the education and
training of employees. Without consideration to cost or inconvenience, they have
continually improved existing training classes and added new classes whenever needed.

(:MP Local Union #17 wholeheartedly endorses Gallo®s application for training funds.

Sincerely

David A,
Fresident
GMP Local Union #17 AFL-C10, C1L.C

[T




